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The Court staysruling on the Applicationfor Enforcement Order, pending adetermination on the meritsof Bekenton'sclam
in the declaratory reief action that Cdiforniaand the other Settling States breached the M SA by giving favorable dedsto Generd
Tobacco and other cigarette manufacturers without revising the M SA to contain rdatively favorableterms. The Attorney Generd
hed at |east constructive knowledge of the payment amount disputed in Bekenton' sApril 7, 2005 letter. Therefore, thefact that the
letter does not set forth specific amounts disputed is not sufficient reason to hold Bekenton liable for the full 2005 payment.

Ord argument on the Application for Enforcement Order will be held on August 25, 2005, a 10:00 am. At that time, &
Case Management Conference will dso be held on the declaratory relief action. In addition, the parties should be prepared to
discuss at the August 25 hearing resolution of certain issues based on Stipulated facts. Findly, the Attorney Generd’ srequest for
discovery in the declaratory relief action will be addressed at the August 25 hearing.

As stated in the conference held on August 8, 2005, the Court grants
| eave for the Attorney General to file a cross-conplaint in the declaratory
relief action by August 22, 2005.



